Attachment 1
INFRASTRUCTURE PROGRAM

July 1, 2011

PURPOSE

This attachment to the Real Assets Policy sets forth the investment policy
(“Policy”) for the Infrastructure Program (“Program”).

STRATEGIC OBJECTIVES AND ROLE

In addition to strategic objectives described in the Real Assets Policy, section Il.,
the Program shall be managed, to accomplish the following:

A.

B.

Preserve investment capital;

Generate stable investment returns that are attractlve .ona risk- adjusted
basis,

relative to the fellowing—components:program benchmark (“Program
Benchmark”);

B.C. Provide cash distributions, as a prominent component of investment

returns;

C.D. Hedge-Provide long-term againstinflation_protection;

D Hed ot abilities:

Diversify CalPERS investments;

Establish CalPERS reputation as a premier infrastructure investment
manager and investor of choice within the investment community;

Practice/Act-as—a responsible_investment to support-steward-of-Program
investments—through efficient operation of assets, delivery of quality
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services, utilization of responsible labor and management practices and
| implementation of responsible environmental practices;: and,

H. Foster renewal and expansion of infrastructure assets.

II. RESPONSIBILITIES

A. In addition to responsibilities described in the Real Assets Policy,
section Ill., CalPERS Investment Staff (“Staff”) is also responsible for the
following:

1. Rreporting to the Committee quarterly, or—merefrequentiyin _the

form of an Infrastructure Staff report, the following items:

a. Policy Variance. Information comparing actual portfolio
composition versus the Policy limits and ranges for

Infrastructure Key Policy Parameters (detailed in
Section V.F.3, V.G., and Section X). This shall include:

1) Variances for each Infrastructure Key Policy
Parameter applied in accordance with the
requirements of Section V.F.3., related to Program
size;

2) Explanations of the variances and non-compliance, if
any; and,

3) When applicable, a summary update of the corrective
plan and timeline to return the portfolio to compliance

with the Policy;

b. Leverage. Information listing the:

1) Amount and the type of leverage; and,

2) Incremental changes to the leverage amounts.
C. Investment Activity. Information summarizing:
1 List and status of investment proposals under review;
and,
2 Investments and dispositions executed during the

period.-—-=cocod—cbent he oo gonen o oo
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2. Reporting to the Committee at least annually, information outlining
progress regarding implementation of the most recent Infrastructure

Strategic Plan approved by the Committee.

3. Screening, evaluating, and approving investment transactions that
meet Infrastructure Delegated Resolution Authority (“Delegated
Authority”) quidelines.

4. Screening, evaluating, and recommending investment transactions
to the Committee that are beyond the scope of Staff's Delegated

Authority.

5. Executing approved investment transactions, including negotiating
investment agreements, performing due diligence, and closing the

transactions.

6. Managing interest rate, currency and commodity risks associated
with _individual transactions through application of hedge
transactions (“Hedge Transactions”), subject to Delegated

Authority.

7. Managing all aspects of the portfolio, including monitoring,

evaluating performance, reporting, daily administration and cash
flow management, and managing investor and governance

initiatives including taking actions pursuant to investor rights.

8. In_managing this Program, Staff will work cooperatively with
External Resources as needed or required.

9. Maintain and follow a documented internal Infrastructure
investment decision-making process for the purpose of making

investment decisions pursuant to Delegated Authority.

B. The General Pension Consultant is responsible for monitoring, evaluating,
and reporting quarterly, to the Committee, on the performance of the
portfolio relative to the Program Benchmark Policy.

C. Responsibilities of the CalPERS Board"'s Infrastructure investment
consultant (“Infrastructure Consultant”) as outlined in the Statement of
Investment Policy for Role of Private Asset Class Board Investment
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Consultants (“Policy for Private Asset Class Consultants”) include strategy
and policy analysis, performance monitoring and analysis, and providing

independent advice to the Committee.

In_addition to the responsibilities described in the Real Assets Policy,

Section lll., each manager and partner is responsible for all aspects of
portfolio management as set forth in each manager's and partner’s
operating agreement or contract with CalPERS.

V. PERFORMANCE OBJECTIVE AND BENCHMARK

A.

The intent of the Program is to provide stable long-term returns that meet

or exceed the Program Benchmark while assuming suitable risk. To this
end, Staff will pursue investments expected to provide rates of return that

deguatelg comgensate for underwritten mvestment risks. ih&bng-term

The return Program Benchmark benchmark for the Program is specified in
the Benchmark-Meodification-and-Benchmarks-Details Policy.

V. INVESTMENT APPROACHES AND PARAMETERS

| A.

Infrastructure PortfolioAsset Allocation

The asset allocation range for the Program is governed by the Real
Assets Pgolicy, section V.

General Approach
1. The Program shall seek to invest in opportunities within public and

private infrastructure, including but not limited to, transportation,
energy,_power, utilities, water, waste, natural resources, uiilities;

water,—communications and certain social infrastructure projects

that meet the Program objectlves S%aﬁ—sha“—rew;«—aqd—manage

2. Staff shall review and manage investments in a diligent and prudent

manner. Staff shall manage the Program as a whole using specific

criteria_appropriate for listed securities, partnership _and direct
investments. Strategic assessments shall be _made in order to
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identify peortfolio—weightings—and—identify—the—meost—attractive

segments of the market available-for investing. Based on these
assessments, Staff shall proactively seek out the-mest-attractive
investment  opportunities,  while  maintaining  appropriate
diversification.

2.3. To manage the level of risk and return in the portfolio, assets shall
be managed in accordance with diversification parameters
specified within this Policy. The primary focus of investment shall
be to acquire significant private equity stakes; however,
investments may also include public/listed debt, private debt, listed
equity or other equity positions consistent with the Infrastructure
Strateqgic Plan. Staff shall utilize a broad range of investment
modes (each defined in section VII.), including Commingled Funds,
Managed Co-Investments, Direct Co-Investments, Custom
Accounts, and Direct Investments.

C. Infrastructure Program Strategy

Staff shall develop and present for approval by the Committee an
Infrastructure Strategic Plan that"s sets forth CalPERS long-term objective
and plans for investment and management of the Program (the
“‘Infrastructure Strategic Plan”). The Infrastructure Strategic Plan shall be
reviewed annually by Staff with results of the review reported to the
Committee, There may be situations where revisions to the Infrastructure

Strategic Plan are required prior to the annual review.

Changes to the Infrastructure Strategic Plan require Committee approval.

Staff shall develop and present a new Infrastructure Strategic Plan at a
minimum every five vears to the Committee. The CalPERS Infrastructure

Consultant (“Infrastructure Consultant”) shall review and provide its
comments regarding the Infrastructure Strategic Plan to the

Committee.The intent of the infrastructure program is to provide

D. Portfolio Structure
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The Program will be managed as a single portfolio. Investments will be

acquired and disposed of consistent with the Infrastructure Strategic Plan
and overall strategic objective and role of the Program.

E. Risk Classifications

For effective risk management, the portfolio shall be divided into three
Infrastructure investment risk segments (“‘Risk Segments”). Defensive;
Defensive Plus; and Extended. Allocations to the Risk Segments shall be
made to achieve the strategic objective and fulfill the role of the Program.

Staff shall assign risk classifications to investments at acquisition based
on risk profile after consultation with the Infrastructure Consultant. Staff
and the Infrastructure Consultant shall monitor the portfolio’s actual
weightings against the ranges and targets. When changes in the
classification of investments are warranted based on changes in the
profile of investments reclassification will be made by Staff after
consultation with the Infrastructure Consultant and reported to the
Committee.

Classification of investments as Defensive, Defensive Plus or Extended
will be based on an investment-level analysis across pertinent risk/return
factors.

Defensive investments — are characterized substantially by the following

elements:
1. Essential assets and services
2. GDP resilience; demand inelasticity; pricing certainty

3. Minimal competition; strong barriers to entry

4. Stable revenues and return; rate-requlated or long-term contracted

5. Low operating risk; allowed cost recovery

6. Long-term inflation protection

7. Strong credit quality off-takers or payers

8. Cash-generated investments

9. Long-lived tangible assets

10. Low obsolescence risk
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11. Low / no development risk

12. Low / no currency risk

Defensive Plus Investments — carry greater return potential and greater
risk than Defensive investments. Defensive Plus investments possess
significant defensive qualities, although they generally feature greater
degrees of risk associated with some of the following elements:

competition; user patronage; regulation; contracts; construction; pricing;
capital expenditure, terminal value; and growth.

Extended Investments — carry greater return potential and greater risk
than Defensive Plus investments. Such investments are .risk-extended" in

that they generally feature significant risks associated with some of the
following elements: competition; merchant business; growth; construction;

development; technology; operating costs; pricing, capital expenditure;
terminal value; commodity prices; legal/political/requlatory regime; and

currency.
F. Diversification and Limits
1. The overall portfolio shall maintain and appropriate level of

diversification to mitigate risk. Infrastructure Key Policy Parameters
shall be measured at the overall portfolio level, inclusive of all risk

classifications, geographic guidelines, and leverage characteristics.

2. It is recognized that during the early investment period for the
Program, the portfolio may not include sufficient investment in order
to achieve diversification in line with the Infrastructure Key Policy
Parameters. Therefore, the requirement to meet the Infrastructure
Key Policy Parameters pertaining to Risk Segments and
Geographic Segments as outlined below will be applicable for the
time Program only when the NAV exceeds $3.0 billion. Regardless
of portfolio size, investment allocations within the Risk Segments
and Geographic Segments are not to exceed, on a dollar basis, the
upper _ends of the Risk Segments and Geographic Segments

ranges multiplied by the Program Allocation Target.

3. The following are Infrastructure Key Policy Parameters (Leverage

requirements addressed in Section X):

a. Risk Segments (Defensive; Defensive Plus; Extended)

Investment shall be diversified across Risk Segments within
the following ranges:
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Risk Classification

Allocation Range

Defensive 25-75%
Defensive Plus 25-65%
Extended 0-10%

—Medigm-rislkand-modest | 09%—10%

404 604
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Total 100% >5%

b. Geographic _Segments: CalPERS shall pursue a global
Infrastructure investment strategy, with emphasis in the
United States. The following geographic diversification

ranges will apply across the portfolio: The-average-leverage
lovel for the. inf olio_shall | 559,

Allocation Range
United States 40-80%

Developed OECD ex US 20-50%
Less Developed 0-10%

Developed OECD includes OECD nations which have
established rules of law and regulation, stable political
regimes, established and highly liquid domestic capital
markets and highly convertible currency on global foreign

exchanges.

Less Developed are all nations outside of the United States
and Developed OECD.

Staff will undertake hedging of nhon-USD currency exposure
where and to the extent it is deemed necessarily prudent

and feasible, and subject to Delegated Authority for Hedge
Transactions.

C. Public Equity Securities
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Public Equity Securities shall not exceed 10% of CalPERS

Infrastructure Program Allocation.
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G.. Other Diversification Requirements

In order to limit concentration risks, investments shall not exceed the
following limits:

Any single investment in a No more than 25% of committed capital
partnership-orfCommingled of such Commingled Fund

Fund

Aggregate CalPERS No more than 30% of CalPERS
commitment to a single Infrastructure Program aAllocation

general partner, Commingled
Fund or Custom Accountfd

croooormiocoocolnt
Any single €Direct ilnvestment | No more than 10% of CalPERS

Infrastructure Program aAllocation

Equity linvestments 70% - 100%_of CalPERS Infrastructure
Program Allocation
Debt ilnvestments 0% - 30%_of CalPERS Infrastructure

Program Allocation

H. Other Guidelines

1. CalPERS Emerging Equity Markets Principles

Staff shall be guided by the CalPERS Emerging Equity Markets
Principles for all investments in such countries. Staff shall report

any such exposure on an annual basis to the Committee.

2. United Nations Principles for Responsible Investment

For investments in Developed, Emerging, and Frontier Markets,
Staff shall be guided by the United Nations Principles for

Responsible Investments.

3. Renewable Energy and Sustainability

CalPERS encourages the prudent use of sustainable development
methods and operational practices when reasonable and
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economically feasible. Consideration shall be given to the use of

renewable energy technologies, recycled and renewable building
materials, air and water conservation technologies and practices,

and efficient waste, recycle and disposal technology and practices.
Consideration shall also be given to the environmental

sustainability of investments including, but not limited to, energy
efficiency, fuel economy, alternative energy generation and

distribution impacts.

. Quality Control Processes

1. Staff shall maintain an internal procedure manual (“Manual”). The

Manual will provide guidance and detail steps for key procedures,

risk _mitigation measures, and processes associated with the
Infrastructure Program. The Senior Investment Officer, Real Assets

(‘SIO-RA”) and Infrastructure Consultant shall approve the initial
Manual. Annually, Staff and the Infrastructure Consultant shall
review the Manual to ensure the Manual is consistent with sound
business practices in the institutional investment industry.
Substantive changes to the Manual require the SIO-RA and

Infrastructure Consultant"s approval.

2. Annually, Staff and the Infrastructure Consultant will review internal
procedures to identify material issues requiring corrective action or

improvement.

3. On _an ongoing basis, Staff will endeavor to identify problems early
and take corrective action promptly.

J. Risk Parameters

There are specific risks associated with investments that shall be

considered by Staff in its due diligence assessments, including but not
limited to, the following:

1. Financial Risk: Infrastructure investments may employ substantial
leverage (borrowing), which may result in significant financial risk.

2. Liquidity Risk: Infrastructure investments may lack liquidity and may
have time horizons greater than 10 years. Secondary markets for

such investments can be very limited.

3. Capital Markets Risk: Capital markets experience volatility and
changes in these markets may have a significant impact on the cost

of financing infrastructure investments and overall transaction
execution.
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Political and Public Risk: Infrastructure investments may be subject

to risks associated with political approval and public acceptance of
projects.

Labor Risk: Risks associated with public sector outsourcing, or

labor relations may affect investment opportunities in infrastructure.

Regulatory Risk: Changes in regulatory conditions may affect

investment returns.

Country Risk: Political, economic, and currency risks are

associated with investing in all countries.

Governance Risk: Risks may arise from mismanagement and

partner misalignment or lack fundamental governance and
ownership rights, protections and remedies.

Valuation Risk: Risks are associated with failure by a general

10.

partner or partnership to employ an appropriate valuation
methodology and discipline.

Market Risk: The infrastructure market continues to develop

11.

globally and market opportunities can change depending on many
variables such as market supply and demand.

Environmental and Climate Risk: Long term investment returns may

12.

13.

be impacted by risks and opportunities related to the environment
and climate change.

Hazardous Materials: Risks are associated with the use of
hazardous materials in facilities or business processes.

Counterparty Risk: Infrastructure investments may rely on the

financial strength of off-takers, hedge provider, suppliers, service
providers and constructors.

VI. CALCULATIONS AND COMPUTATIONS

Investors, managers, consultants and other participants selected by CalPERS
shall make all calculations and computations on a fair market value basis which

shall be recorded by CalPERS Custodian.

VIl.  INVESTMENT STRUCTURES
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CalPERS may invest capital for the portfolio in the form of private and
public/listed equity and debt through a variety of investment structures, including
Commingled Funds, Managed and Direct Co-Investments, Custom Accounts,
and Direct Investments. CalPERS may invest in securities directly or through
partnerships, limited liability _companies, limited duration _companies,
corporations, or trusts. CalPERS investments will be structured in order to limit
liability and potential loss to the amount of CalPERS Investment. The Program
will _employ both direct investment structures and managed strategies.

Investments may be sourced directly or through third parties.

A. Type of Structures

1. Commingled Funds are structures through which CalPERS holds an
interest alongside other investors in _an investment partnership
managed by a general partner or manager. Investments in closed end
funds, open end funds, and side by side investments are included.
Commingled Fund structures may be used where appropriate to
accomplish strategic objectives outlined in Section Il.

2. Co-investments are investments alongside Commingled Fund
investments. Co-investments may be directly or indirectly owned and
managed. Whereas Managed Co-Investments may be managed by a
general partner or other external manager, Direct Co-Investments
typically involve a greater degree of internal management discretion
and ownership control. Co-Investments may be investments in the
same security or a difference class of security than the class held by
the fund investment.

3. Direct investments are direct ownership interests in assets or
companies.

4. Custom Accounts are investment agreements or forms of investment
partnership involving an external manager, and providing CalPERS
with discretionary authority over select strategic matters.

B. Legal Structures

Program investments shall include appropriate governance rights,

restrictions and protections. Investment partnership agreements will
utilize, to the extent practicable, a legal structure which appropriately;

1. Limits CalPERS financial exposure; and,

2. Minimizes taxes, fees and other liabilities.
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C. Required Terms

Staff shall maintain as part of the Manual, a standard list of terms for
investment partnership agreements reflecting appropriate alignment of
interest principles. Staff shall be guided by such principles when

considering and negotiating investment partnership agreements.

D. Investment Holding Period and Dispositions

The Program will generally target long-term investment (at least five years
or _more). However, dispositions of individual investments may be
triggered by a variety of opportunities and circumstances, such as
opportunities to capture returns in excess of targeted returns, decisions by
partners or shareholders, and investment strategy revisions resulting from
changes in_markets for infrastructure assets or changes in CalPERS

financial objectives.

E. Restrictions and Prohibitions

Investment is prohibited in Tobacco Companies, any investment
prohibited by CalPERS Insider Trading Policy, and any other Committee

approved restriction.

F. Public and Private Partnership Investments and Requirements

B5-1. Domestic Public Private Partnerships
It is the intent of this policy that in evaluating those domestic Public
Private Partnerships (“PPPs”) in which CalPERS may invest, that
Staff, and where appropriate, the Committee will consider the
extent to which the sponsoring public entity and the investor(s)
share in the benefits and risks associated with the PPP.

Infrastructure assets, by definition, support services that benefit
society as a whole and are intended to serve a long and useful life.
Recruiting and training a high quality workforce associated with
these assets may lead to long term economic value by providing
safe, reliable, efficient and high quality services.

N

Domestic Responsible Contractor Program, Preference and
Domestic Public Sector Jobs

| 4+——Responsible Contractor Policy and Preference

a. Staff shall secure written agreement from managers of any
investment vehicle, for which the Responsible Contractor
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2.3.

Program (“RCP”) applies, such that all contractors, investors,
managers, consultants or other participants shall adhere to
CalPERS investment policy for the RCP, as amended from
time to time by CalPERS, in its sole discretion.

Preference: Staff shall give a strong preference to all
domestic infrastructure investment vehicles that have
adopted an internal policy regarding responsible contracting
consistent with the CalPERS RCP subject to CalPERS
fiduciary duty.

This preference shall apply to any domestic infrastructure
investment vehicle for which the RCP is not applicable by its
terms other than to make a good faith effort to comply with
the spirit of the policy. This specifically applies to
investments including, but not limited to, commingled funds,
opportunity funds, mezzanine debt, and hybrid debt
investments.

If the manager of any domestic investment vehicle does not
agree to comply with Sections VILF.2.a.-{B}{1}{a) or adopt
an internal policy regarding responsible contracting, and, if
Staff deems it appropriate based on all the circumstances,
including the intent of this Policy as well as the investment
merits of the investment vehicle, Staff may recommend the
potential investment to the Committee and the Committee
shall make a determination whether or not to invest in such
investment vehicle.

Enforcement: In the event it is determined that during the life
of an investment vehicle there is a violation of the above
stated terms, Staff shall be precluded from making an
investment in a follow on fund with the investment manager.
If Staff determines it appropriate, based on all the facts and
circumstances, Staff may recommend the investment in the
follow on fund to the Committee, which will determine
whether to invest in the follow on fund consistent with its
fiduciary duty. In addition, in situations where the RCP
applies by the terms of this policy, all terms of the RCP
including enforcement related terms would apply.

Domestic Public Sector Jobs
CalPERS intends, consistent with Section I and with

CalPERS constitutional and statutory duties to act solely in
the interest of, and for the purpose of providing benefits to,
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participants and their beneficiaries and to make sound and
prudent investments, not to make investments that will result
in job losses to CalPERS members. If CalPERS staff
determines that it is in the best interest of CalPERS,
consistent with CalPERS fiduciary responsibilities, to
consider an investment that would directly impact California
public sector jobs, staff will present the investment to the
Committee for consideration.

b. Staff shall secure a written agreement from the managers of
any domestic investment vehicle (as described herein) that
states, substantially in all material respects, that “in
circumstances where the investment vehicle is working with
a domestic state, local or municipal agency to establish
PPPs or to bid on public offers for the sale, lease or
management of public assets, the investment vehicle shall
make every good faith effort to recognize the important role
and contribution of public employees to the development and
operation of such assets. In particular, the investment
vehicle shall make every good faith effort to ensure that such
transactionstransactions have no more than a de minimisde
minimis adverse impact on existing employees. These
efforts shall include working directly with public employees,
government officials, or collective bargaining groups, as
appropriate, in order to take such reasonable actions as may
be within the investment vehicle®s control to mitigate such
potentially adverse effects. Compliance with this
requirement shall be a key consideration by CalPERS when
reviewing any future investment opportunities with an
investment manager.

C. Enforcement: In the event it is determined that during the life
of an investment vehicle there is a violation of the above
stated terms, Staff shall be precluded from making an
investment in a follow on fund with the investment manager.
If Staff determines it appropriate, based on all the facts and
circumstances, Staff may recommend the investment in the
follow on fund to the Committee, which will determine
whether to invest in the follow on fund consistent with its
fiduciary duty. The follow on fund would be required to enter
into the written agreement in subsection b. above.

e e e e e T
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VH—PERMISSIBLEINVESTMENTS
Vill.  INVESTMENT SELECTION

A. Investment Authority

Investments shall be selected by CalPERS Staff pursuant to Delegated
Authority, or otherwise with approval of the Committee. The Infrastructure
Delegation Resolution specifies when Committee approval is required.

B. Investment Process
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The following steps are required to be completed prior to closing an

1.

investment:

CIO or SIO Approval, CIO or SIO-RA approval in accordance with

Delegated Authority limits is required after recommendation by
Infrastructure Senior Portfolio Manager (“SPM”);

Opinion from the Infrastructure  Consultant. For investment

decisions exceeding Staff's Delegated Authority the Infrastructure
Consultant will provide an opinion on the transaction to the
Committee;

Prudent Person Opinion. For investments in excess of a materiality

threshold established in the Policy for Private Asset Class

Consultants, an independent due diligence engagement is required
to be performed. In such cases, a written favorable concurring

Prudent Person Opinion in accordance with the requirements of the
Policy for Private Asset Class Consultants, is required;

Policy Compliance Review. The infrastructure consultant is required

to document the transaction complies with Policy and Delegated
Authority; and,

Legal Review. For investments in excess of a materiality threshold

established in Delegated Authority, the Legal Office is required to
document the transaction complies with Delegated Authority.

C. Investment Criteria

In_choosing specific investments for the Program, consideration shall be

1.

given, but not limited to the following:

Proposed investment strategy;

2. Expected risk and return attributes;

3. Potential diversification benefits;

4. Investment time horizon;

5. Potential exit strategies and liquidity;
6. Monitoring costs and feasibility;

1. Tax considerations;
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8. Other incremental costs:

9. Fee arrangements;

10.  Co-investment by management firm or partner(s);

11. Potential conflicts of interest;

12. Governance and control;

13.  Financial strength, reputation and alignment of Partners or co-
investors; and

14. Performance track record.

D. Investment Parameters

CalPERSStaff shall consider any appropriate investment opportunity
which it believes has with-the potential to meet or exceed the Program®s
performance objectives. Investments shall generally fall within the
categories defined below.

1. Infrastructure Sectors

CalPERS shall consider investment opportunities within, but not
limited to, the following infrastructure sectors:

a. Transportation (roads, bridges, tunnels, mass transit,
parking, airports, seaports, rail);

b. Energy (oil, natural gas and liquids, pipelines, storage, and

distribution);
C. Power (transmission, distribution, generation, including
renewables);

d. Water (water storage, transportation, distribution, treatment
and waste water collection, transportation, treatment and

processing);
e. Communications (towers and networks)
f. Social _Infrastructure (building facilities such as health,

education, justice, military); and,
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q. Other__infrastructure investments that are aligned with

CalPERS strategic objectives.
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IX.  MANAGER AND PARTNER MONITORING

Staff shall monitor and evaluate managers and partners on an ongoing basis
based on performance relative to stated objectives of the governing documents.

The financial strength of the investment management organization, the level of
client service given CalPERS and changes within the managing organization
shall be evaluated. The continuity of personnel assigned to CalPERS
investments and overall staff turnover shall be reviewed.

X. LEVERAGE

A. Use of Leverage

Leverage is permissible in the Program to enhance investment returns.

Infrastructure assets are able to attract and service significant debt levels
due to stable cash flows and stable asset values. The Program shall be

managed in a way that ensures that use of leverage is both appropriate
and accretive to investment returns. Where use of leverage is appropriate.
Staff will consider the credit rating (if any) and applicable credit metrics to

determine efficient levels of leverage for the investment.

B. Permitted Leverage
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1. The Program will be permitted to carry leverage up to 65% of the
market value of the Program"s assets.

2. Commingled Fund investments are subject to a leverage limit of
65% of the market value of the Commingled Fund®s assets.

3. New direct investments with leverage exceeding 50% of the market
value of the assets of a company, business or investment interest
(“Enterprise Value” of “EV”) must have the following characteristics
unless otherwise approved by the Investment Committee:

a. Minimum credit quality of BBB- or Baa3 or equivalent;

b. Defensive or Defensive Plus risk classification.

4. New debt investments must have the following characteristics
unless otherwise approved by the Investment Committee:

a. Minimum credit quality of BB or Ba2 or equivalent;

b. Defensive or Defensive Plus risk classification.

IX.  GLOSSARY OF TERMS

Key words used in this policy are defined in CalPERS Master Glossary of

Terms.
Approved by the Policy Subcommittee: June 16, 2008
Adopted by the Investment Committee: August 18, 2008
Revised by the Policy Subcommittee: November 16, 2009
Approved by the Investment Committee: December 14, 2009
Revised by the Policy Subcommittee: April 19, 2010
Approved by the Investment Committee: May 17, 2010
Revised by the Policy Subcommittee: April 11, 2011
Approved by the Investment Committee: May 16, 2011
Section moved into Real Assets Policy (effective July 1, 2011):May 16, 2011
Revised by the Policy Subcommittee: June 15, 2011
Policy Effective: July 1, 2011
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